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number of individual equity positions, with 
no single position representing a substantial 
portion of the portfolio’s total market value; 
and (4) it consists mainly of issues traded on 
organized exchanges or in well-established 
over-the-counter markets. 

1 If such a bank desires to become a mem-
ber bank under the provisions of § 19(h) of the 
Federal Reserve Act, it should communicate 
with the Federal Reserve Bank with which it 
desires to do business. 

2 A new national bank organized by the 
Federal Deposit Insurance Corporation under 
§ 11(n) of the Federal Deposit Insurance Act 
(12 U.S.C. 1821(n)) should not apply until in 
the process of issuing stock pursuant to 
§ 11(n)(15) of that act. Reserve Bank approval 
of such an application shall not be effective 
until the issuance of a certificate by the 
Comptroller of the Currency pursuant to 
§ 11(n)(16) of that act. 

3 A mutual savings bank not authorized to 
purchase Federal Reserve Bank stock may 
apply for membership evidenced initially by 
a deposit. (See § 208.3(a) of Regulation H, 12 
CFR part 208.) The membership of the sav-
ings bank shall be terminated if the laws 
under which it is organized are not amended 
to authorize such purchase at the first ses-
sion of the legislature after its admission, or 

covered equity positions that are index con-
tracts comprising a well-diversified portfolio 
of equity instruments, the net long or short 
position is multiplied by a risk weighting 
factor of 2.0 percent. 

(B) For covered equity positions from the 
following futures-related arbitrage strate-
gies, a bank may apply a 2.0 percent risk 
weighting factor to one side (long or short) 
of each position with the opposite side ex-
empt from charge, subject to review by the 
Federal Reserve: 

(1) Long and short positions in exactly the 
same index at different dates or in different 
market centers; or 

(2) Long and short positions in index con-
tracts at the same date in different but simi-
lar indices. 

(C) For futures contracts on broadly-based 
indices that are matched by offsetting posi-
tions in a basket of stocks comprising the 
index, a bank may apply a 2.0 percent risk 
weighting factor to the futures and stock 
basket positions (long and short), provided 
that such trades are deliberately entered 
into and separately controlled, and that the 
basket of stocks comprises at least 90 per-
cent of the capitalization of the index. 

(iv) The specific risk capital charge compo-
nent for covered equity positions is the sum 
of the weighted values. 

[Reg. H, 61 FR 47370, Sept. 6, 1996, as amended 
at 62 FR 68067, Dec. 30, 1997; 64 FR 19037, 
19038, Apr. 19, 1999; 65 FR 75858, Dec. 5, 2000; 
69 FR 44918, July 28, 2004] 
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§ 209.1 Authority, purpose, and scope. 
(a) Authority. This part is issued pur-

suant to 12 U.S.C. 222, 248, 282, 286–288, 
321, 323, 327–328, and 466. 

(b) Purpose. The purpose of this part 
is to implement the provisions of the 
Federal Reserve Act relating to the 
issuance and cancellation of Federal 
Reserve Bank stock upon becoming or 
ceasing to be a member bank, or upon 
changes in the capital and surplus of a 
member bank, of the Federal Reserve 
System. 

(c) Scope. This part applies to mem-
ber banks of the Federal Reserve Sys-
tem, to national banks in process of or-
ganization, and to state banks applying 
for membership. National banks and lo-
cally-incorporated banks located in 
United States dependencies and posses-
sions are eligible (with the consent of 
the Board) but not required to apply 
for membership under section 19(h) of 
the Federal Reserve Act, 12 U.S.C. 466.1 

§ 209.2 Banks desiring to become mem-
ber banks. 

(a) Application for stock or deposit. 
Each national bank in process of orga-
nization,2 each nonmember state bank 
converting into a national bank, and 
each nonmember state bank applying 
for membership in the Federal Reserve 
System under Regulation H, 12 CFR 
part 208, shall file with the Federal Re-
serve Bank (Reserve Bank) in whose 
district it is located an application for 
stock (or deposit in the case of mutual 
savings banks not authorized to pur-
chase Reserve Bank stock 3) in the Re-
serve Bank. The bank shall pay for the 
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